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Possible ARS §40-252 Proceeding for Decision No. 68608, Coronado Utilities and
other Potential Steps to Address Concerns Regarding Rate Shock in San Manuel;

Docket Nos. SW-04305A-05-0086 and SW-04305A-05-0087

Dear Colleagues :

As  you know, on Ma y 2, I a tte nde d a  town ha ll in S a n Ma nue l de s igne d to he a r the  conce rns  of
cus tome rs  of the  Corona do Utilitie s  wa s te wa te r s ys te m re ga rding tha t Compa ny's  re ce nt ra te
. 1incre a se .

More than 100 residents  of San Manuel turned out for the  session, voicing numerous concerns
primarily re la ted to the  recent s teep hike  in the ir wastewater ra tes . The  comments  were  wide
ranging, and touched on other issues, including billing deficiencies , and what appears  to be  a
deeply he ld conviction tha t BHP, the  mining company tha t once  owned and opera ted the
wastewater system, should have  been required to continue  providing service  to the  community,
or absent tha t solution, should have  participa ted to a  grea ter degree  in an effort to hold the  ra te
increase  to a  more  manageable  leve l. The  town ha ll a ttendees  were  a lso critica l of the
Commission's  decis ion to adopt a  higher debt to equity s tructure  than the  Company had
requested, which resulted in a  higher ra te  increase ,

Among the  many things  I lea rned in San Manuel was jus t how deeply this  community has  been
affected by the  withdrawal of BHP. Jobs  have  dried up, many of those  who remained in San
Manue l have  seen the ir incomes sca led back dramatica lly, and in the  midst of this  turmoil, the

On March 23, 2006, the Commission approved a three-phase rate increase for Coronado Utilities, which had
purchased the San Manuel wastewater system from BHP Copper. Currently, customers are paying $37 a month
under the Phase 2 rates. Phase 3 rates of $46.5 a month will go into effect in June, 2008. For many years, BHP
subsidized wastewater rates in San Manuel, charging customers $4 per month for wastewater services. At one point
BHP provided wastewater service free of charge

The Company originally sought a capital structure of 13 percent equity and 87 percent debt, hoping to heavily avail
itself of cheap municipal financing. Staff, believing this amount of debt would be too risky, requested a capital
structure of 40 percent equity and 60 percent debt. The Order adopted by the Commission compromised at a capital
structure of 27 percent equity and 73 percent debt, but required the Company to retain 75 percent of its net operating
income until its equity level is 40 percent
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local wastewater provider has asked these  distressed residents to pay more  than nine  times what
they a re  accus tomed to paying for sewer se rvices  every month. It was  the  most compelling town
ha ll mee ting I have  a ttended during my tenure  a t the  Commiss ion

In the  now nearly four years  s ince  I began serving on the  Commission, Shave  never asked my
colleagues to consider reversing or re-opening a  ra te  case . Together, we have made some
difficult and pa inful decis ions, and have  done  so in the  knowledge  tha t those  decis ions were
necessa ry to improve  inlra s tmcture  or correct problems or provide  for the  public sa fe ty, or a
combina tion of a ll three  of these  things . I am a  firm be lieve r tha t the  Commiss ion should s tand
behind its  decis ions once  made, and only agree  to reconsider them under extraordinary
circumstances.

This  is  the  extraordina ry circumstance .

I s till be lieve  tha t a  ra te  increase  for Coronado Utilitie s  was  necessa ry. The  Company took over
BHP's  wastewate r sys tem and was in the  position of having to replace  entire ly the  trea tment
plant for the  sys tem in orde r to mee t ADEQ requirements . However, a fte r lis tening to the
customers  of Coronado Utilities , and a fte r a  thorough review of the  record, Shave  concluded tha t
the  Commission should reconsider whether more  could have been done to prevent the  ra te  shock
tha t has  come to pass  in San Manue l. Specifica lly, I be lieve  we  should conduct a  proceeding

the Coronado rate  case are:

Whether a  diffe rent capita l s tructure  could be  es tablished a llowing for a  grea te r amount
of debt financing, the reby lowering ra tes .
Whether BHP should be  deemed a  public se rvice  corpora tion and required to participa te
in a  fund tha t would he lp to de fray the  Company's  financing cos ts .
Whether the  Company should be  required to establish a  low-income assis tance  fund to
a id those  who a re  having difficulty mee ting the  ra te  increase .
Whether a  fourth phase-in period could be  established in the  Company's  ra tes  in order to
a llow the  customers  of the  Company more  time  to acclimate  to the  new, higher ra tes .
Whether Coronado's  billing system is  adequate .

respectfully request tha t my Colleagues  consider co-authoring a  le tte r requesting BHP to
participa te  in funding a  low income ass is tance  program a t Coronado Utilitie s , and requesting
a dditiona l infonna tion from Corona do Utilitie s  re ga rding its  billing pra ctice s . I a lso be lie ve  the
San Manue l community would apprecia te  a  follow-up town ha ll to continue  the  dia logue  on
these matters

The Commiss ion did take s teps  des igned to try to avoid ra te shock, including sending the matter back for an
additional evidentiary hearing on the ques tion of phased-in ra tes . The matter came back to the Commiss ioners  with
an additional phase in period
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Thank you for your cons ide ra tion of this  ma tte r. welcome your thoughts  on the  proposed ARS

poss ibility of a  second town ha ll mee ting in San Manue l

S ince re ly

Kris  Ma ye s
Commiss ione r

Cc: Ernest Johnson
Bria n McNe il
Chris  Ke mple y
He a the r Murphy
Parties  to the  Docke t


